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According to preliminary government estimates that cover the first 10 months of 1994, Argentine
exports grew markedly last year, especially the export of industrial goods, which earned about 25%
more than in 1993. In 1995, the government predicts that exports will grow at an even faster rate,
likely outpacing imports for the first time since 1991, which should lead to a substantial drop in
the country's trade deficit. In its preliminary report on economic activity in Argentina in 1994, the
UN's Economic Commission on Latin America and the Caribbean (ECLAC) estimated that the GDP
expanded by a hefty 6% last year, marking the third highest rate of growth in the region after Peru
and Guyana, and bringing accumulated growth for the past five years in Argentina to about 30%
(see NotiSur, 01/05/95).
Nearly all economic sectors demonstrated noteworthy growth throughout the year, with the largest
production increases registered in mining (especially petroleum), construction, and services,
particularly finance activities, insurance, and real estate. Only the agricultural sector registered
sluggish output during the year, largely because of adverse weather in the first quarter, which
led to a 4.4% decline in the maize harvest and a slight drop as well in sorghum. Cattle production
also dipped in the first semester because of poor meat prices, according to ECLAC, although
agricultural output on the whole did pick up noticeably during the second half of the year. A marked
improvement in the export sector greatly contributed to the overall jump in GDP last year.
During the first 10 months of the year, the government reports that exports earned a total of US
$12.9 billion, representing a hefty 17% jump in income compared with the same time period in
1993. Exports of manufactured goods spearheaded growth throughout the year. Income from
industrial exports reached US$3.6 billion during the January-October period, representing a huge
25% jump in income for that sector compared with the same period in 1993. Virtually all industrial
subsectors reported an increase in their overseas sales last year. For example, through August
exports of machinery and electronic material increased in value by a whopping 126.5%, shipments of
transportation materials were up by 77.5%, and exports of paper products rose by 25.4%. All told, the
increased export activity helped push industrial capacity utilization to 79% last year, a record high
according to the Argentine-based Foundation for Latin American Economic Studies (FIEL). Export
income for processed agricultural goods also grew noticeably to US$4.7 billion during the first 10
months, representing a 14% jump in income compared with the same period in 1993.
And, despite sluggish growth in the agricultural sector during the first semester, shipments of
primary agricultural goods still earned US$3.3 billion in the January-October period, up 10%
compared with the same period in 1993. According to FIEL, three factors largely explain the
improved export performance, especially for the manufacturing sector.
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First, world market prices for most goods increased substantially last year, fed by the upturn in the
economies of the advanced industrialized countries (see NotiSur, 07/28/94 and 08/04/94). Prices
for industrial commodities, especially intermediate parts, rose particularly during the year, thus
stimulating local export production. In direct response to favorable prices, for example, export of
polyvinyl chloride increased by 42.8% in volume between June and November 1994, according to
FIEL.
Second, the benefits of the government's "specialization program" to provide incentives for
manufactured exports greatly encouraged industrial producers to increase output. Under the
program, which began at the end of 1992, the government authorizes the import of raw materials
and parts at a preferential tariff rate of just 2% to firms that pledge to increase their manufactured
exports during the following 12- month period or longer. Firms are also eligible for a tax rebate of up
to 15% on the additional exports.
Third, the lowering of tariffs through the Southern Cone Common Market (Mercosur) spurred
Argentine exports to its three trade partners Paraguay, Uruguay, and Brazil with total exports to
the Mercosur countries growing by 16% in value during the first eight months of the year, from US
$2.257 billion in 1993 to US$2.615 billion last year. Argentine exports to Brazil the country's most
important trade partner in Mercosur grew by 11% in the January-August period.
Meanwhile, Argentina also managed to markedly increase its exports to the three members of the
North American Free Trade Agreement (NAFTA), which includes the US, Canada, and Mexico.
Exports to the US alone rose from US$784.5 million during the first eight months of 1993 to US
$1.156 billion in the same period in 1994, representing a 47% jump. Still, notwithstanding the healthy
growth in the export sector during 1994, Argentina registered a record trade deficit of approximately
US$6 billion last year, since imports continued to grow at a much faster pace than exports for most
of the year. Although figures for the full 12 months are not yet available, during the first 10 months
of 1995 the government reported a total of US$17.7 billion in imports, up 35% compared with the
same period in 1993. As a result, the trade deficit for the January-October period reached US$4.8
billion, representing a 100% increase over the US$2.4 billion deficit reported in the same period in
1993.
The government first began registering a trade deficit in 1992, after President Carlos Menem's
administration froze Argentine currency on a parity with the US dollar, which greatly increased
local demand for imported goods while slighting the export sector. In 1991, the year the pesodollar parity took effect, the country had registered a hefty US$4 billion trade surplus. But in
1992, the surplus inverted to a deficit of US$3 billion. In 1993, the deficit edged up to US$3.6
billion, and last year, it skyrocketed to about US$6 billion. Many independent economists and
export businesses in Argentina claim the deficit is caused by an overvalued peso, and thus they
argue that the government should permit devaluation to promote exports and stunt imports. The
Menem administration, however, adamantly refuses to even consider devaluation, especially in
the aftermath of the Mexican currency crisis that exploded at the end of December (see NotiSur,
01/12/95).
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Rather, the government argues that the surge in imports reflects an effort by local industrialists to
take advantage of lower tariffs to purchase capital goods to retool and modernize their factories,
meaning that the trade deficit is only a temporary phenomenon that actually reflects a positive
rather than negative trend in the economy. Indeed, the government says the hefty increase in
manufactured exports last year was in part the result of the modernization process of the last
three years, which greatly increased productivity and improved the ability of local industrialists
to compete on foreign, as well as domestic, markets. Moreover, the government now predicts that
export growth will greatly outpace imports in 1995, which should, in turn, lead to the first drop in
the trade deficit since 1991. Among other factors, the government estimates that exports to Brazil
will jump by about 66% this year since the Mercosur agreement to completely eliminate tariffs on
the majority of goods traded within the Southern Cone "free trade zone" took effect on Jan. 1 (see
NotiSur, 12/24/94).
The government estimates that total export income will grow to about US$17.4 billion in 1995, while
imports will total about US$21.8 billion. If accurate, the trade deficit would thus not surpass US$4.4
billion for the year, representing a drop of about US$1.6 billion, or 27%, compared with 1994. In fact,
according to preliminary government estimates, the growth in exports greatly outpaced the increase
in imports during the month of November for the first time since the government began registering
a trade deficit. During November, the government reports that the value of exports grew to US
$1.2 billion a 22% jump compared with the same month in 1993. In contrast, the value of imports
only grew by 4% during November. [Sources: Economic Panorama of Latin America 1994 (UNECLAC); Economic and Social Progress in Latin America 1994 Report (Inter-American Development
Bank); Spanish news service EFE, 09/09/94, 09/15/94, 09/21/94; Wall Street Journal, 10/24/94; Agence
France-Presse, 09/19/94, 09/21/94, 10/28/94, 11/02/94, 11/17/94, 11/18/94, 12/19/94, 12/20/94, 01/03/95,
01/07/95, 01/09-11/95, 01/13/95]
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